





BOARD OF TRUSTEES
MARYLAND STATE RETIREMENT AND PENSION SYSTEM

ADMINISTRATIVE COMMITTEE MEETING SUMMARY
MARCH 3, 2020

Mr. Prouty asked if the regulation would allow for proportional pay-outs.

Ms. Cohen responded that the regulation could be written to include proportional pay-
outs.

Ms. Hill commented that the Agency should be setting the standard that the
participating employers should be following.

Treasurer Kopp asked if the JCP has been informed that the Agency is looking for
direction on this matter.

Mr. Reott responded that he does not believe the matter has been proposed to the
JCP in that way.

Mr. Reott commented that staff could draft a regulation to present to the Administrative
Committee for review.

Finance The Committee was provided with an Administrative Expense Report Dashboard,

Reports — which provided an overview of the Agency’s expenditures and encumbrances through

Quarter Ending the second quarter of FY2020 and provided a discussion for several line items in the
12/31/19 Agency’s budget.

Mr. Lewis reported that the Agency, as of December 31, 2019, has
expended/encumbered 43.63% of its appropriation.

Mr. Norman asked if, with six months left of the fiscal year, the $700,000 total
remaining appropriation will be reduced.

Mr. Lewis responded in the affirmative. Mr. Lewis further responded that he believes
salaries will remain steady with a possible reversion of healthcare costs of
approximately $85,000; however, he does anticipate a surplus this year.

Mr. Lewis presented the MBE Performance Report for the quarter ending December
31, 2019, with MBE performance of 22.78%. The purchases are grouped as follows:

e 43 purchase orders totaling $802,485, with MBE participation dollars totaling-
$204,543
o 28 were processed using the statewide contracts managed by DolT -
$192,585 in MBE participation dollars.
o Two not related to statewide contracts - $8,651 in MBE participation dollars.
o Credit Card purchases - $3,307 in MBE participation dollars

Member Mr. Reott reported that the Member Services unit was unable to meet its performance
Services goals for both the call abandonment rate and for the average call wait time for January
Update 2020. The unit’s call abandonment rate was 24.25% and the average speed of

answer was 520 seconds, with an average talk time of 4 minutes 33 seconds.
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Mr. Reott reported that, following last month’s report where he informed the
Committee of steps being taken to address the unit’s performance issues, he listened
to several recorded phone calls where the members were all asking the same
question regarding one of the Agency’s forms. Staff, after receiving those calls,
reviewed the form and determined that the question being asked was not necessary
and since has removed that question.

Mr. Haines asked how mySRPS is doing so far.

Mr. Reott responded that staff continues with send the roll-out letters in waves, and
that, to date, there were 2,500 registered users.
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ATTACHMENT A

Legislative Update

2020 Session
March 17, 2020

BOARD REQUESTED LEGISLATION

House Bill 251/Senate Bill 236 (Jackson/Elfreth)

Teachers' Retirement and Pension Systems - Obsolete Reemployment Provisions

This Board requested legislation repeals obsolete provisions addressing the federal No Child Left Behind
Act of 2001 within the reemployment provisions for teachers and principals who are retirees of the
Teachers' Retirement and Pension Systems.

o House Bill 251 scheduled in Budget and Tax — 3/19/20
e Senate Bill 236 scheduled in Appropriations — 3/18/20
Presented to the Board on 1/21/20

House Bill 634/Senate Bill 462 (Jackson/Elfreth)

State Retirement and Pension System - Death Benefits for Children - Age

This Board requested legislation corrects certain instances in the State Personnel and Pensions Article that
continue to provide that death benefits payable to children of deceased members and retirees will end
when the child reaches age 18. This bill changes those provisions to age 26 to conform with legislation
over the past several sessions to move the age to 26 in all systems.

e House Bill 634 scheduled in Budget and Tax — 3/19/20
e Senate Bill 462 passed the Senate
Presented to the Board on 2/18/20

House Bill 753/Senate Bill 463 (Jackson/Elfreth)

State Retirement Agency — Monitoring and Recording of Automated Outgoing Telephone Calls —
Authorization

As amended, this Board requested legislation permits the State Retirement Agency to record outbound
calls from the Member Services Division that are placed through the Agency’s Automated Call
Distribution System for training and quality control. The bill was amended to require the Agency to adopt
a retention policy for the recordings which would include prohibiting the Agency from retaining the
recordings for more than 10 years.

e House Bill 753 scheduled in Budget and Tax — 3/19/20
o Senate Bill 463 scheduled in Appropriations — 3/18/20
Presented to the Board on 2/18/20

House Bill 942/Senate Bill 809 (Jackson/Elfreth)

State Retirement and Pension System - Reemployment Earnings Offset — Clarification

This Board requested legislation clarifies provisions of law that require the Board to limit the amount by
which the Board may reduce a retiree’s allowance when the retiree is subject to the reemployment
earnings limitation to the amount that is required to be deducted for the retiree’s monthly State-approved
medical insurance premiums.
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o House Bill 942 passed the House
e Senate Bill 809 scheduled in Appropriations — 3/18/20
Presented to the Board on 2/18/20

House Bill 948/Senate Bill 764 (Jackson/Elfreth)

State Retirement and Pension System - Pension Benefits — Calculation

This Board requested legislation would codify the Agency’s existing practice that if a member’s annuity
exceeds the member’s statutorily calculated normal service retirement allowance, the member’s normal
service retirement allowance shall equal the member’s annuity.

e House Bill 948 passed the House
e Senate Bill 764 scheduled in Appropriations — 3/18/20
Presented to the Board on 2/18/20

INVESTMENT RELATED BILLS

House Bill 1101 (Grammar)

State Retirement and Pension System — Financial Reporting

This proposed legislation would require the Board to publish an additional CAFR that includes: (1) a
comparison of the System’s 1-, 3-, 5- and 10-year compounded annualized returns to the various
hypothetical asset allocations included in the bill; (2) the median performance of public plans with assets
exceeding $25 million, as reported by TUCS; (3) an analysis of the impact the System’s investment
performance has had on System revenues, in a dollar amount; (4) a comparison of the returns and
volatility of the System’s investments to appropriate benchmarks; (5) a description of how the Board
determined the System’s internal benchmarks during the fiscal year; and (6) an explanation of the
System’s investment performance relative to the fund’s internal benchmarks during the fiscal year.
Additionally, the bill would require the Board to report to the General Assembly its quarterly returns for
each year. Finally, the bill would require the Board to hire an additional consultant to assess the capital
market assumptions made by the Investment Division staff or another System investment consultant.

e Hearing scheduled in Appropriations — 3/10/20

Staff recommended to the Board and the Board voted to oppose this legislation. The majority of
the information required for the Board to prepare under this legislation is already available.
Additionally, as the bill is drafted, it would require the Board to publish a second CAFR and hire
an additional consultant to review the work of the Investment Division staff and the Board’s
existing consultants. Staff believes these are unnecessary expenses to the trust.

Presented to the Board 2/18/20

House Bill 1254 (Barve)

State Retirement and Pension System - Investment Management Fees

This proposed legislation would cap external investment management fees in a fiscal year to .2% of the
market value of the fund on the last day of the fiscal year. This cap would not apply to investment
manager agreements entered into on or before June 30, 2020. The bill prohibits the Board from entering
into agreements on or after July 1, 2020 with external management services that would pay fees for
unrealized investment gains. House Bill 1254 also includes language that states it is the intent of the
General Assembly that the Board shall utilize low-fee, passive investment strategies in the management
of system assets, consistent with its fiduciary responsibilities.



e Hearing scheduled in Appropriations — 3/10/20

This bill is almost identical to the sponsor’s bill from last year except the fee cap is smaller in House
Bill 1254. Therefore, consistent with last year’s recommendation, staff recommended to the Board
and the Board voted to oppose this legislation. As drafted, provisions that address implementing a
specified investment management fee cap and how it would be applied would not be
administratively feasible for all investment management agreements to which the System is a party.
Additionally, staff believes the bill should provide greater clarity with regard to the sponsor’s intent
when barring the Board from entering into agreements that would pay fees for unrealized
investment gains. Finally, limiting the asset classes available to the Board for investing purposes,
ultimately, could create fiduciary issues inasmuch as the fund could be exposed to greater risk then
necessary.

Presented to the Board on 2/18/20

BENEFIT LEGISLATION

House Bill 115 (Davis)

Teachers' Pension System - Option Election

This proposed legislation allows retirees of the Teachers' Pension System who were employed by Prince
George’s County School Board, retired on or after July 1, 2017, and elected Option 1 to elect to change
this election by December 31, 2020.

o Voted unfavorable by Appropriations

Staff recommended to the Board and the Board approved opposing this legislation. As drafted this
legislation would jeopardize the System’s tax qualified status. Additionally, allowing a retiree to
change his or her Option 1 election years after the retiree’s retirement date, will set a precedent for
any other retiree from any other employer, who selected any optional allowance, to ask for the
same opportunity. This opportunity to change elections would come at a significant cost to the plan
as it is likely anyone making such a change would opt to receive an election that would provide a
greater benefit.

Presented to the Board on 1/21/20

House Bill 588/Senate Bill 587 (Jackson/Griffith)

State Police Retirement System and Law Enforcement Officers' Pension System - Member
Contributions

This legislation provides that once active members of the SPRS and LEOPS accrue the years of service
necessary to receive the maximum benefit available in those plans, the members will cease making
member contributions. Currently, the maximum benefit a member of the SPRS can earn is 71.4% of the
member’s AFC after 28 years of service, while a LEOPS member may earn 65% of the member’s AFC
after 32.5 years of service.

o House Bill 588 scheduled in Budget and Tax — 3/19/20
o Senate Bill 587 passed the Senate

Staff recommended to the Board to take no position on this legislation as it is a plan design and
benefit determination matter.
Presented to the Board on 2/18/20



House Bill 659 (Jackson)

Law Enforcement Officers' Pension System - Benefits

This legislation would increase the benefit multiplier from 2% to 2.5% for service earned on or after July
1, 2020 by members in the LEOPS.

e Hearing scheduled in Appropriations — 2/18/20

Staff recommended to the Board to take no position on this legislation as it is a plan design and
benefit determination matter.
Presented to the Board on 2/18/20

House Bill 683/Senate Bill 960 (Hettleman)

Optional Retirement Program — Membership

This legislation prohibits certain members of the EPS who satisfy certain requirements from participating
in the ORP on or after July 1, 2020. The Agency is currently aware of one individual who would be
impacted by this legislation.

e House Bill 683 passed the House
o Senate Bill 960 passed the Senate

Staff recommended to the Board to take no position on this legislation as it addresses benefit
eligibility. As drafted, it does not present any legal issue with IRS rulings regarding plan elections.
Presented to the Board on 2/18/20

Senate Bill 489 (Peters)

Teachers' Retirement and Pension Systems - Reemployment — Clarification

This legislation clarifies that a reemployed teacher is not subject to the reemployment earnings offset if the
retiree’s compensation is fully funded by a grant from a non-State source that specifically requires the use
of the grant funds to pay the full amount of the compensation for the position. The bill also provides
additional guidance as to what the employer must provide the State Retirement Agency to demonstrate that
the retiree’s compensation is funded entirely by non-State funds.

e Senate Bill 489 scheduled in Appropriations — 3/18/20

Staff recommended to the Board and the Board voted to support this legislation as it will ease the
administrative burden for staff in administering this particular exemption from the reemployment
earning limitation provisions.

Presented to the Board on 2/18/20

CORRECTIONAL OFFICER LEGISLATION

House Bill 446 (McKay)

Correctional Officers’ Retirement System - Membership — Chaplains

This legislation would require employees of the Department of Public Safety and Correctional Services
who are employed as prison chaplains in State correctional facilities, to become members of the CORS on
July 1, 2019. All new employees in these positions would be members of the CORS.

e Hearing scheduled in Appropriations — 2/4/20



Staff recommended to the Board and the Board voted to oppose this legislation based on advice
received last year from the System’s tax counsel who expressed concern that prison chaplains
would not meet the definition of qualified public safety officers under proposed IRS regulations
addressing normal service retirement age. Individuals who meet this definition are eligible for a
20-year retirement, regardless of age. Currently correctional officers in the CORS meet the
definition of qualified public safety officers.

Presented to the Board on 2/18/20

House Bill 778/Senate Bill 622 (Jackson/Rosapepe)

Correctional Officers' Retirement System - Membership

As amended, this legislation would require employees of the Department of Juvenile Services who are
employed as a case management specialist I, I1, or 111 or a case management specialist supervisor, in State
juvenile facilities, to become members of the CORS on July 1, 2020. All new employees in these
positions would be members of CORS.

e Hearing scheduled in Appropriations — 2/18/20
e Hearing scheduled in Budget and Tax — 2/20/20

These bills have been amended to remove reference to individuals who are employed as: (1) a
residential group life manager; (2) a youth center cook or cook lead; (3) a food service worker or
supervisor; or (4) a maintenance assistant, chief, mechanic, mechanic senior, or supervisor, in State
juvenile facilities, to become members of the CORS on July 1, 2020. Instead, the bills, as amended,
now only address case managers employed by DJS. Staff spoke with the System’s tax counsel, who
has determined these employees would qualify as correctional officers under proposed IRS
regulations addressing normal retirement age for public safety officers. Accordingly, staff
recommended to the Board and the Board voted to take no position as this would be an issue of
plan design and benefit determination.

Presented to the Board on 2/18/20

MILITARY SERVICE LEGISLATION

House Bill 633 (Cox)

State Retirement and Pension System - Military Service - Purchase of Credit

This legislation would allow members of the System who have claimed five years of pre-employment
military service credit to purchase up to five additional years of military service. The cost of this service
would be an amount equal to the annuity reserve and pension reserve required to fund the additional
allowance. The purchase may only be made in the year of retirement of the member.

e Bill was withdrawn.

Staff has reached out to the sponsor and explained that this legislation is unnecessary and
recommends working with the sponsor to explain that members of the System may already
purchase up to 10 years of additional military service credit under the purchase provisions for each
of the several systems.

Presented to the Board on 2/18/20

House Bill 1027/Senate Bill 487 (Young/Serafini)

Military Service Credit — Eligibility

This legislation would allow any member of the CORS, LEOPS, or SPRS who is currently receiving a
military retirement to claim up to five years of military service in the plan in which they are a member.



Currently, members are prohibited from making a claim for military service if they are receiving a benefit
from any other pension system for that same service.

e Hearing scheduled in Appropriations - 2/27/20
e Hearing scheduled in Budget and Tax — 3/5/20

Staff recommended to the Board to take no position on this legislation as it is a plan design and
benefit determination matter.
Presented to the Board on 2/18/20

House Bill 1073 (Johnson)

Law Enforcement Officers’ Pension System — Military Service Credit

This legislation would allow any member of the LEOPS who is currently receiving a military retirement
to claim up to five years of military service in the plan in which they are a member. Currently, members
are prohibited from making a claim for military service if they are receiving a benefit from any other
pension system for that same service.

e Hearing scheduled in Appropriations - 2/27/20

Staff recommends taking no position on this legislation as it is a plan design and benefit
determination matter.
Presented to the Board on 2/18/20

MISCELLANEOUS BILLS

House Bill 401 (Barron)

Public Information Act - Remote Access, Fee Complaints, Fee Waivers, and Inspection of Judicial
Records (Open Government, Better Government Act)

This proposed legislation addresses, in part, fees charged by custodians under the Public Information Act
when requests for documents are made. Specifically, it would require the official custodian to waive any
fees that are not standard charges for document production. In other words, the custodian would be
required to waive fees for the staff time required to produce any documents requested under the Public
Information Act by any representative of the news media.

e Hearing scheduled in Judiciary - 2/12/20

Staff recommended to the Board and the Board voted to oppose this legislation due to the fact that
it requires the Agency to waive fees for staff time required to produce documents requested under
the Public Information Act by any representative of the news media. Many of the requests staff
receives are from the news media and are huge in scope and require extensive staff time. The vast
majority of media requests seek investment records and reports, each of which require careful
review and redaction before distribution. Because we are able to negotiate the fees with the
requester, we are able to work with the person or organization to make the request for documents
more manageable. Without the ability to charge a fee for staff time, the Agency could be faced with
numerous requests that would be overwhelming for the existing staff.

Presented to the Board on 2/18/20

House Bill 483/Senate Bill 297 (Krebs/Hough)
Administrative Procedure Act - Dispositions and Summary Suspensions - Time Periods



This proposed legislation requires a State agency or the Office of Administrative Hearings (OAH) to
dispose of a contested case within 90 days after the date of any evidentiary hearing held on the case. If
the agency or the OAH does not dispose of a case within 90 days, the named party to the contested case
may provide written notice to the agency or the OAH the decision is due. If an agency or the OAH does
not dispose of the case within 30 days after receiving this notice, the decision of the contested case shall
be deemed to be in favor of the named party.

e House Bill 483 voted unfavorable by Judiciary Committee
o Hearing scheduled in Education, Health, and Environmental Affairs Committee — 2/5/20

Staff recommended to the Board and the Board voted to oppose this legislation because it provides
that if OAH does not timely issue a decision, the decision shall be deemed in favor of the claimant.
For the Agency, this could result in a claimant being improperly awarded lifetime disability
benefits even where the medical board has properly concluded the individual is not eligible, simply
because an administrative law judge did not timely issue a decision.

Presented to the Board on 2/18/20

BUDGET

House Bill 152/Senate Bill 192 (The Administration)

Budget Reconciliation and Financing Act of 2020

Provisions of the 2020 BRFA include cutting the “sweeper” funds for fiscal 2021. Sweeper funds are
scheduled to resume in fiscal 2022. Additionally, the BRFA provides the Governor with authority to take
$50 million of sweeper funds that were available for fiscal 2020 by June 30, 2020.

e Senate Bill 192 scheduled in Appropriations — 3/13/20

Inasmuch as the actuary does not factor in sweeper funds when preparing the annual actuarial
valuation coupled with the fact that the System has not received sweeper funds since fiscal 2017,
staff is recommending not taking a position on these provisions of the BRFA, at this time.
However, this recommendation may change depending on how this bill is amended as it moves
through the budget committees.

Presented to the Board on 1/21/20





